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Diminishing returns

So far we have outlined the 'statics5 of the Ricardian theory.
It was the 'dynamics' of the theory which caused the most
controversy, and regarding which there was great confusion of
thought. Ricardo said that 'other things being equal3 increasing
population meant rising rents, for it brought about an increased
demand for land, and producers were either driven on to
worse land or were compelled to cultivate the older land more
intensively. The rise of rent'3 he said, 'is always the effect of
the increasing wealth of the country, and of the difficulty of
providing food for its augmented population. It is a symptom,
but it is never a cause of wealth; for wealth often increases most
rapidly while rent is either stationary or even falling. Rent
increases most rapidly as the disposable land decreases in its
productive powers.3 The law of diminishing returns, however,
contained a provisional clause which must not be overlooked.
Normally every attempt to increase the supply of food and raw
material resulted in an increase of average cost, but the increased
cost might be avoided by improving the methods of production.
The operation of the law, it was sometimes said, rather loosely,
might be 'postponed' by the invention of machinery, the dis-
covery of new manures, or the adoption of a system of rotation
of crops.

Improvements in method, said Ricardo, have an effect upon
rent.

If, by the introduction of a course of turnips I can feed my sheep
besides raising my corn, the land on which the sheep were before
fed becomes unnecessary, and the same quantity of raw produce is
raised by the employment of a less quantity of land. ... If, by the
introduction of the turnip husbandry, or by the use of a more in-
vigorating maiiure, I can obtain the same produce with less capital
and without disturbing the difference between the productive powers
of the successive portions of capital, I shall lower rent; for a different
and more productive portion will be that which will form the
standard from which every other will be reckoned.

When, however, this principle is considered in conjunction
with the main theory of rent a difficulty arises at once. It is